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OIL  AND  GAS  LEASE 

(PAID  UP) 

adTS2M^  and  between  Centura  Construct,  lnc.,  whose 

and  Paloma  BarSett,  LLC,  whose  address^  1021  S  stre,?  sj? ^  H^Z"8?61 081  ^Ir'  one  ™  ~e>' 

hereinafter  called  Lessee.  '     rte  2600,  Houston.  Texas  77002,  Party  of  the  second  part, 

^tS^X^^n^  SrrrSrhlinafte0^^5  C"h    ha"d  paW'  ™>«  °f  ***  * 

performed,  has  gramed,  demised  Jease^  and  terand  b~^^^  te  Pai*  and 

purpose  of  investigating,  exploring,  by  geophysical on o ZTrr^nTrfn^!!!^^  '  !  a"d  'et  Unt0  the  said  Les8ee' for  me 
gas  of  whatsoever  nature  o 'kind  Including ^TZ^^^^^^-f^r  0peratin9  for  and  P""****  °«  and  all 
produced  in  association  with  oil To  n^  tereh^^iST^-  !T  3  "quid  ^  9aseous  fom'  als0  includin9  *"Phur 

fluids,  air  and  other  gaseoTsubstanSs  E5E%2£?"?t'         J?  9a8"' inieCti^  9as'  ^  other 

lines  and  other  structures  and  things  hereon  to Tmdu™  t^f'taT8  PP  f5'  f0*9  °"'  building  tenks'  P°wer  stations.  telephone 
other  products  manufactured "X^TmZw^Ztl^Zl^*™^  T  a"d  oil  and  9as  and 

acquired  interest,  therein  situated;  in  the  County™  'iSf^r^  re™a*  now,,  riparian  rights  and  after- 


Tract  One: 


Tract  Two: 


ri^J°^?  !l  la"i'  m<yr*  !? leSS'  beinfl  more  Particularly  described  as  Lot  12,  Block  3,  Avon  Hill  Estates  an  addition  to  th« 

City  of  Arlington,  Tarrant  County,  Texas,  according  to  the  Plat  recorded  in  Volume  38*67,  Age  4^^^ 

County,  Texas,  and  amendments  thereof,  induding  streets,  easements,  and  aileyways  adjacent  thereto  an^any  rip^an 

d^Jrn^Z^61^"16"^1  *  G/S  V!aSe' Wh6reby  Lessee' ,ts  *ucc«*ors  or  assigns,  shall  not  conduct  any  operations  as 
th*™2  iZ!  V   t,hVSU'^ce  of  sald  lands-  however,  Lessee  shall  have  the  right  to  pool  or  unitize Tsald  ^dl  or  part 

SSZ^JfZ^"*  *0J^mpr,Se.T  °"  and/0r  938  «"'«-  Thte  clause  shall  take  prec^encTover  any 

reference  of  the  surface  operations  contained  within  the  preprinted  portion  of  this  lease. 

and  containing    0,380     acres,  more  or  less 

thprP^iVLT^H^1  th'S  ^!Se        remain     ^  for  8  term  of  -S-  Vears  from  date  (herein  called  primary  term)  and  as  long 

SfiSZ^Z?.9?*  °r  them' 18  Pr°dUCed  °r  °apable  °f  bein9  produced  from  831(1  ,and  ^  the  Lessee.  In  considered 

of  the  premises  the  said  Lessee  covenants  and  agrees: 

r     a  .1  St  T?  del'Ver  t0  the  credit  of  Lessor' in  the  pipe,ine  t0  whicn  A  mav  connect  its  wells,   25  %  part  of  all  oil  (includinq  but  not 

Lessor  in^,o^aritepro^rr:; 

2nd.  To  pay  Lessor  for  gas  (inciuding  casinghead  gas)  and  all  other  substances  covered  hereby,  a  royalty  of  25  %  of  the 
2nHTeS!tre  HbyKLeSS6e  *T  8316  ****  ,9SS  a  P"*"*"**  of  the  production,  severance  and I  otheTe^se  taxes 
Sh^nr^T"?  ki  V  l6f 66  'n  de,,vann9<  processin9'  impressing,  transporting,  or  otherwise  making  such  gas  or  other 
substances  merchantable,  sa.d  payments  to  be  made  monthly.  If  gas  from  any  well  or  wells  on  the  premises  capable  of  producing  gas 
.n  commercial  quantit.es  is  not  sold  or  used  off  the  premises  or  in  the  manufacture  of  gas  for  a  period  of  one  (1 )  year  or  more,  during 

™  n Z> S3!  'S*i°nnter  producllon  J™.m  tne  leased  Premises- then  L«ssee  shall  pay  or  tender  as  royalty  for  such  annual  period  a 
sum  of  one  dollar  ($1 .00)  per  net  acre  within  ninety  (90)  days  after  the  end  of  such  annual  period 

^ at  th!  e*pirat!on  of  106  PrimarY  term-  Lessee  is  conducting  operations  for  drilling,  completing  or  reworking  a  well,  this  lease 
1VJ 6 less8 ha"  00 ntinue  as  lon9  as  such  operations  are  prosecuted  or  additional  operations  are  commenced  and  prosecuted 
(whether  on  the  same  or  successive  wells)  with  no  cessation  of  more  than  90  days,  and  if  production  is  discovered,  this  lease  shall 
continue  as  long  thereafter  as  oil  or  gas,  are  produced.  In  addition,  if  at  any  time  or  times  after  the  primary  term,  there  is  a  total 
cessation  of  alt  production,  for  any  cause  (subject  to  the  force  majeure  provisions),  this  lease  shall  not  terminate  if  Lessee  commences 
or  resumes  any  drilling  or  reworking  operations,  or  production,  within  ninety  (90)  days  after  such  cessation.  Drilling  operations  or 
mining  operations  shall  be  deemed  to  be  commenced  when  the  first  material  is  placed  on  the  leased  premises  or  when  the  first  work 
other  than  surveying  or  staking  the  location,  is  started  thereon  which  is  necessary  for  such  operations. 

Lessee  is  hereby  granted  the  right  at  any  time  and  from  time  to  time  to  unitize  the  leased  premises  or  any  portion  or  portions 
thereof,  as  to  al  strata  or  any  stratum  or  strata,  with  any  other  lands  as  to  all  strata  or  any  stratum  or  strata,  for  the  production  primarily 
of  oil  or  pnmanly  of  gas  with  or  without  distillate.  However,  no  unit  for  the  production  primarily  of  oil  shall  embrace  more  than  160 
acres,  or  for  the  production  primarily  of  gas  with  or  without  distillate  more  than  640  acres;  provided  that  if  any  governmental  regulation 
shall  prescribe  a  spacing  pattern  for  the  development  of  the  field  or  allocate  a  producing  allowable  based  on  acreage  per  well  then 
any  such  unit  may  embrace  as  much  additional  acreage  as  may  be  so  prescribed  or  as  may  be  used  in  such  allocation  of  allowable 
In  the  absence  of^govemmentally  prescribed  spacing,  Lessee  shall  file  written  unit  designations  in  the  county  in  which  the  leased 
premises  are  located  Operations  upon  and  production  from  the  unit  shall  be  treated  as  if  such  operations  were  upon  or  such 
KSr,  ^  6  leased  Premises  whether  °r  not  the  well  or  wells  are  located  thereon.  The  entire  acreage  within  a  unit  shall 
be  treated  for  all  purposes  as  if  it  were  covered  by  and  included  in  this  lease  except  that  the  royalty  on  production  the  unit  shall  be  as 
belo* -  provided  and  except  that  in  calculating  the  amount  of  any  shut  in  gas  royalties,  oniy  the  part  of  the  acreage  engine™  leased 

nSwnw^ir^ih  embraC6d  by  ^  'eaSe  Sha"  66  C0Unted-  ln  respect  t0  Photon  from  the  unit,  Lessee  shall  pay  Lessor,  in  lieu  of 
other  royalties  thereon,  only  such  proportion  of  the  royalties  stipulated  herein  as  the  amount  of  this  acreage  placed  in  the  unit  or  his 
royalty  interest  therein  on  an  acreage  basis,  bears  to  the  total  acreage  in  the  unit  P  ' 

^r'ifHw0'        8  'eSf  \ inter8St  in  the  above  described  land  than  ™e  entire  and  undivided  fee  simple  estate  therein, 
!•  J hofo'neoove  as  whole  or  partial  interest,  then  the  royalties  herein  provided  shall  be  paid  to  the  Lessor  only  in  the 

E^™^  t  T  b?78 !? the  Wh0le  undivided  fee-  ln  addition'  Lessee  sha,t  have  a  ri9»t  to  issue  a  replacement  draft 
a?oveydes^d  ZZl*T^  'J "Jf8!" wment  whWl  payment  was  ^  on  Lessor>s  Merest  in  the 

whth  d?,h  ^   !  k       1,16  Tnt  rt  'S  determ,ned  °V  Lessee  ^t  Lessor  owns  a  lesser  interest  in  such  land  than  the  amount  on 
Y      b?T  °^  0ther  Payment  was  based  and  in  the  event  a  draft  has  already  ^en  paid  prior  to  the  discovery  of 
S J TSJ "if  ™f  i h6n  l*S™  Sha"  *h3Ve  3  r'9ht  t0     refmbursed  for  ~*  overpayment  upon  making  written  request,  and  shall 
»nn  *      ^  ^lT!  ^  °r  ^  roya,ty  or  other  payments  in  order  t0  recover  such  overpayment,  it  being  understood 

SSLShTL^iX  ^  l:SSOf*  PaymentS  0f  bonuSt  m^  or  olner  P£,yments  thal  are  »»Md  on  Lessor's  net  minora™  ere 

ownership  shall  be  adjusted  to  reflect  Lessor's  true  net  mineral  acre  ownership. 


waterfS^ 

nearer  than  200  feet,  or  the  minimum  distance  UXZffihtt?"  P  "  d6P,h-  N°  We"  8ha"  be  drilled 
wntten  consent  of  the  Lessor.  Lessee  shall  pay  L^damaaeTSed bitnLT  T"  °"  831(1  premises' without 

draw  ^  -  *»  "  ^  ^  ,0  -"^SKy  -  S^^S^Si,  the  dgh,  to 

covenants'^ 11  SSS  IllIMr^tt  a        *  S  iS  •«""•*  - 

ownership  of  the  land  or  royalties  shall  enlarge  the  obi igatfons  o  dWnTs'h  "JT^  "°  Change  or  division  in 

royalties  shall  beiinding  on  the  Lessee  until  after  the  Lessee  LEsl3^  £  .1  N°  chan£,e  in  ownershiP  of  the  land  or 
thereof.  In  case  Lessee  assigns  this  lease  in"or  ^^^^^^^  or  assignment  or  a  true  copy 

portion  arising  subsequent  to  the  date  of  assignment.  obligations  with  respect  to  the  assigned 


financial)  beyond  the  reasonable  control  of  Lessee  me  orimarl  tZ  h«™fT  ,°L  ^u*\  wnether  similar  or  dissimilar,  (except 
occurring  ninety  (90)  or  more  days  follow  no 'mTre™^  «„?h  h»i!  be  ex?"ded  until  *e  flrst  anniversary  date  hereof 

operations  as  If  such  delay  had  rXxuZl  Ch  delayi"9  CauSe'  and  this  lease  may  08  «*>"*<i  thereafter  by 

signing.^Canding  SmfoftTe  "s^  to         T  am>  *™  *  bind,n9  °"  »~ 

lease  means  the  party  or  parties  who  J^  ^SZ^^nJZ^^J^  ^  ^  aS  USed  in  this 

ormaiC^SL^ 

^^^^^^--—^ 

<^X^^^tt^Z^  L6SS0r  a9re6S  ^  LeS-  "  "0t 

under  t£ ^"^h the        ^  ?raI!ted  herein'  Lessor  hereby  9ran,s  to  Lesse*  a  continuing,  perpetual  pipeline  right-of  wav 

nPniLPnV,,e9rteS  ease"1?nt?. herein  9ranted-  The  term  "pipeline"  as  used  In  this  paragraph  kJ^^ZX^^S^ 
Pipeline  appurtenances  and  facilities  (including,  without  limitation,  any  metering  equipment  and  dehydradon faciNties  ?nd^onneS 
to  any  wells  located  on  said  land).  This  pipeline  right-of-way  is  not  limited  to  pipeline  for  the  use  J^SSS^^SS^SZ 
under  this  Lease,  and  such  pipeline  right-of-way  is  without  regard  to  whether  such  gas,  gas  conrtEente  S Hl^terfe^ 

S^^^LSTf lea^?  heTder  or  T any  other  lands' and  ****  without  ^  ^^^s^Tp^ 

the  land  leased  hereunder  or  not.  If  the  Lessee  desires  to  exercise  the  rights,  privileges  or  easements  grantedby  this 
EES  £L?£TC,n9  ^nsl^t,on  0  an  initial  ^n  upon  completion  Lessee  shall  pay  to  Lessor  a  sum  equal  toOne 

S LZn  foH°  ?  *°t  mea'  f00t  ?  Pip6line  inSta"ed'  and  upon  comPtetion  shall  pay  a  sum  equal  to  Fifty  Dollars  for  any  meter 
mstallation,  dehydration  station,  or  well  connection  installed,  and  the  Lessee  shall  have  the  continuing  rights,  privileges  and 
easements  granted  in  this  paragraph  with  respect  to  any  additional  pipeline  that  Lessee  desires  to  install  thereafter.  If  the  Lessee  falls 
to  commence  construction  of  any  initial  pipeline  during  the  term  of  this  lease,  (as  such  term  may  be  extended  by  option  agreement 
production,  gas  storage,  or  in  any  other  manner),  then  after  receipt  of  written  request  from  the  Lessor,  the  Lessee  agrees  to  provide  to 
Lessor  a  wntten  document  canceling  this  pipeline  right  of  way.  If  any  initial  pipeline  construction  is  commenced  during  the  term  of  this 
ease,  then  all  of  ttie  nghts,  pnvileges  and  easements  granted  in  this  paragraph  to  the  Lessee  shall  continue,  after  expiration  of  this 
ff'™  such  timias  the  Lessee  sha»  ^ease  such  rights,  privileges  and  easements  by  an  instrument  in  writing,  duly  recorded 
Notwithstanding  anything  in  the  foregoing  to  the  contrary,  however,  if  pipeline  is  constructed  pursuant  to  Paragraph  one  (1)  of  this 
tease,  for  the  purpose  of  transporting  gas,  gas  constituents,  oil  or  oil  constituents  produced  from  the  lands  leased  under  this  lease  or 
from  lands  pooled  with  the  lands  leased  under  this  lease  (collectively,  the  "leasehold  production  pipeline"),  then  the  Lessee  shall  not 
be  required  to  pay  any  sums  to  Lessor  in  respect  of  such  leasehold  production  pipeline  and  Lessee's  rights  with  regard  to  such 
leasehold  production  pipeline  shall  be  as  set  forth  in  Paragraph  one  (1)  of  this  lease. 

This  lease  may,  at  Lessee's  option,  be  extended  as  to  all  or  part  of  the  lands  covered  hereby  for  an  additional  primary  term  of 
(_2J  years  commencing  on  the  date  that  this  lease  would  have  expired  but  for  the  extension.  Lessee  may  exercise  its  option  by 
paying  or  tendering  to  Lessor  an  extension  payment  of  $15.000.00  per  net  mineral  acre  for  the  land  then  covered  by  the  extended 
lease.  Said  bonus  is  to  Lessor  at  Lessor's  address  above  or  last  known  address.  If  Lessee  exercises  this  option,  the  primary  term  of 
this  lease  shall  be  considered  to  be  continuous,  commencing  on  the  date  of  the  lease  and  continuing  from  that  date  to  the  end  of  the 
extended  pnmary  term.  Lessor  hereby  grants  any  such  extensions  of  this  lease  without  necessity  of  an  amendment  to  said  lease. 

As  a  result  of  land  development  in  the  vicinity  of  the  lease  premises,  governmental  rules  or  ordinances  regarding  well  sites 
and/or  surface  restrictions  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the 
vicinity  may  be  limited  and  Lessee  may  encounter  difficulty  securing  surface  location(s)  for  drilling,  reworking  or  other  operations 
Therefore,  since  drilling,  reworking  or  other  operations  are  either  restricted  or  not  allowed  on  the  lease  premises  or  other  leases  in  the 
yicmity,  it  is  agreed  that  any  such  operatipns  conducted  at  a  surface  location  off  of  the  lease  premises  or  off  of  lands  with  which  the 
lease  premises  are  pooled  in  accordance  with  this  lease,  provided  that  such  operations  are  associated  with  a  directional  well  for  the 
purpose  of  drilling,  reworking,  producing  or  other  operations  under  the  lease  premises  or  lands  pooled  therewith,  shall  for  purposes  of 
thislease  be  deemed  operations  conducted  on  the  lease  premises.  Nothing  contained  in  this  paragraph  is  intended  to  modify  any 
surface  restnctions  or  pooling  provisions  or  restrictions  contained  in  this  lease,  except  as  expressly  stated. 

In  the  event  that  Lessor,  during  the  primary  term  or  extension  of  this  lease,  receives  a  bona  fide  offer  which  Lessor  is  willing  to 
accept  from  any  party  offenng  to  purchase  from  Lessor  a  lease  covering  any  or  all  of  the  substances  covered  by  this  lease  and 
covenng  all  or  a  portion  of  the  land  described  herein,  with  the  lease  becoming  effective  upon  expiration  of  this  lease,  Lessor  hereby 
agrees  to  notify  Lessee  In  writing  of  said  offer  immediately,  including  in  the  notice  the  name  and  address  of  the  offeror  the  price 
offered  and  all  other  pertinent  terms  and  conditions  of  the  offer.  Lessee,  for  a  period  of  fifteen  days  after  the  receipt  of  the  notice  shall 
have  the  pnor  and  preferred  right  and  option  to  purchase  the  lease  or  part  thereof  or  interest  therein,  covered  by  the  offer  at  the  price 
and  according  to  the  terms  and  conditions  specified  in  the  offer. 

In  the  event  Lessor  considers  that  the  Lessee  has  failed  to  comply  with  any  obligation  hereunder,  express  or  implied.  Lessor 
shall  notify  Lessee  in  writing,  specifying  in  what  respect  Lessor  claims  Lessee  has  breached  this  lease.  The  service  of  such  notice 
and  elapse  of  sixty  (60)  days  without  Lessee  meeting  or  commencing  to  meet  the  alleged  breaches  shall  be  a  condition  precedent  to 
any  action  by  Lessor  for  any  cause.  If,  within  sixty  (60)  days  after  the  receipt  of  such  notice  Lessee  shall  meet  or  commence  to  meet 
the  breaches  alleged  by  Lessor,  Lessee  shall  not  be  deemed  to  be  in  default  hereunder. 

Notwithstanding  anything  to  the  contrary  contained  In  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
giving  notice  to  Lessor,  a  well  which  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producinq  in 
paying  quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed 

Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  should  a  shut-in  royalty  payment  not  be  properly  made  in  a  timely 
manner  as  provided  for  in  this  lease,  Lessor  may,  at  Lessor's  option,  elect  to  terminate  the  applicable  portion  of  this  lease  by  sending 
written  notice  to  Lessee  by  certified  mail;  provided  that,  Lessee  shall  then  have  thirty  (30)  days  from  the  date  of  receipt  of  such 


written  notice  in  which  to  avoid  termination  of  the  applicable  portion  this  lease  by  making  or  causing  to  be  made  the  proper  shut-in 
royalty  payment.  If  such  shut-in  royalty  payment  is  not  made  on  or  before  the  expiration  of  said  30  day  period  Lessor  may  elect  to 
terminate  the  applicable  portion  of  this  lease  by  filing  a  Notice  of  Termination  with  the  County  Clerk  in  the  county  where  the  lease 
premises  are  located.  The  effective  date  of  said  termination  shall  be  the  date  said  Notice  of  Termination  is  filed  with  the  said  County 

Lessee  and  Lessee's  successors  and  assigns  may  assign  or  sublease  this  lease,  in  whole  or  in  part,  provided 
Lessor  shall  be  given  60day  written  notice  prior  to  any  and  all  such  assignments  and  subleases,  and  shall  be 
furnished  with  full  information  with  regard  thereto. 


IN  TESTIMONY  WHERE<f ,  we  sign  this  the  /^day  i  of  January,  2008 


STATE  OF  TEXAS} 

(ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

COUNTY  OF  TARRANT} 


Before  me,  the  undersigned,  a  Notary  Public,  in  and  for  said  Countyand  State,  on  this  A^day  of  3/9M*,4&t/  2008 

SfrSHna!V  f P6ared  T  WbP&P  JOt  M/teWV  to  mft  knftWn  to  be' 

the  identical  person  who  executed  the  within  foregoing  instrument,  and  acknowledged  to  me  that  executed  the  same  as 

f-rl*  free  and  voluntary  act  and  deed,  for  the  uses  and  purposes  therein  set  forth. 

IN  WITNESS  WHEREOF,  I  have  hereunto  set  my  official  signature  and  affixed  my  official  seal  the  day  and  vear  first  above 
written.  ' 


My  commission  expires: 


